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OBOR BACKGROUND
ABSTRACT
• The introduction of One Belt One Road Initiative (OBOR) has had a 
great deal of impact on the integration of China to the global economy. 
This paper attempts to understand the impact of the initiative on China’s 
trading partners. 
• This paper looks at the gravity estimates of China's trade partner 
countries before joining the OBOR initiative using data from 2007 to 
2012, and compares it with the gravity estimates after joining the 
initiative using the data from 2013 to 2017.
• Initially, this paper looks at the textbook gravity model, which only 
takes into account GDP and distance between two countries. The add-
ons are later added to evaluate the specific impact of policy changes 
introduced by the OBOR initiative.
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• China’s most expensive and expansive infrastructural project, designed 
to link the South China Sea to the Indian Ocean, east Africa, the Red 
Sea and the Mediterranean Sea.
• Introduced by China’s President Xi Jinping in 2013
• This project costs around $4-8 trillion
• As of 2021, 140 countries are a part of the OBOR initiative
• This paper uses the economic tool called the gravity model that helps 
understand the value of trade between two countries. 
• Textbook Gravity Model:  Tij= (A Yi Yj ) / Dij,
• The textbook gravity model estimates the value of trade between two 
countries with the assumptions that ceteris paribus, the value of trade is 
directly proportional to the product of the GDP of the two trading 




• Our results show that the OBOR initiative increases the magnitude of 
the GDP coefficient of the gravity estimation, which shows the 
importance of integration of economies. 
• Our results also provide evidence that the OBOR initiative increases the 
magnitude of the distance coefficient of the gravity estimation, which 
implies friction of distance. 
• We conclude that policies should be introduced to increase the
integration of economies, and China should not just focus on countries 
closer to it but should also invest more resources in countries further 
away. 
METHODS & DATA
Textbook Gravity Model: 
Tradejct = β0+β1GDPjt+β2GDPct+β3Distjct+ εjct
Gravity Model with Add-ons: 
Tradejct = β0 + β1GDPjt+ β2GDPct + β3Distjct+ 
β4Popjt+ β5Popct + β6XRjct + β7FDIjct+ β8CBdr + 
β9Land + β10CLang + εjct
Time Range: 2007-2017, regression run for 2007-2012 
and 2013-2017
SUMMARY STATISTICS
 (1) (2) (3) (4) 
 Tradejc Tradejc Tradejc Tradejc 
GDPj 0.0258*** 0.0292*** 0.0292*** 0.0292*** 
 (39.18) (43.62) (14.49) (12.90) 
     
GDPc 0.00138*** 0.00244 0.00244 0.00244 
 (3.01) (0.93) (0.98) (0.93) 
     
Distjc -2.089*** -1.574*** -1.574*** -1.574*** 
 (-9.11) (-6.95) (-4.24) (-4.27) 
     
Popj  -84.42*** -84.42*** -84.42*** 
  (-8.87) (-8.15) (-7.28) 
     
Popc  -179.1 -179.1 -179.1 
  (-0.46) (-0.48) (-0.46) 
     
XRjc  2.449 2.449 2.449 
  (0.90) (1.56) (1.39) 
     
FDI  1.333*** 1.333*** 1.333** 
  (2.73) (2.84) (2.50) 
     
CBdrjc  -4376.4 -4376.4 -4376.4 
  (-1.27) (-0.76) (-0.84) 
     
Landjc  -3557.1* -3557.1*** -3557.1*** 
  (-1.75) (-2.98) (-3.13) 
     
Clangjc  77732.9*** 77732.9*** 77732.9*** 
  (15.95) (5.44) (5.78) 
     
_cons 7522.1 232040.9 232040.9 232040.9 
 (1.26) (0.46) (0.49) (0.46) 
N 1020 1020 1020 1020 
adj. R2 0.626 0.729 0.729 0.729 
t statistics in parentheses 
* p < 0.10, ** p < 0.05, *** p < 0.01 
 
 (1) (2) (3) (4) 
 Tradejc Tradejc Tradejc Tradejc 
GDPj 0.0302*** 0.0372*** 0.0372*** 0.0372*** 
 (35.64) (44.39) (30.42) (29.95) 
     
GDPc -0.000729 0.00543 0.00543 0.00543 
 (-0.54) (0.89) (0.91) (0.89) 
     
Distjc -2.711*** -1.756*** -1.756*** -1.756*** 
 (-8.06) (-5.73) (-3.67) (-4.37) 
     
Popj  -169.1*** -169.1*** -169.1*** 
  (-13.38) (-15.14) (-15.19) 
     
Popc  -662.3 -662.3 -662.3 
  (-1.05) (-1.07) (-1.03) 
     
XRjc  5.549** 5.549** 5.549** 
  (2.46) (2.04) (2.44) 
     
FDI  0.530 0.530** 0.530 
  (1.65) (2.16) (1.51) 
     
CBdrjc  1690.7 1690.7 1690.7 
  (0.37) (0.20) (0.24) 
     
Landjc  -5904.0** -5904.0*** -5904.0*** 
  (-2.14) (-3.38) (-3.95) 
     
Clangjc  109632.9*** 109632.9*** 109632.9*** 
  (16.66) (5.04) (5.13) 
     
_cons 44234.5* 855153.5 855153.5 855153.5 
 (1.92) (1.10) (1.12) (1.07) 
N 850 850 850 850 
adj. R2 0.623 0.768 0.768 0.768 
t statistics in parentheses 
* p < 0.10, ** p < 0.05, *** p < 0.01 
 
 
Table 3: OLS regression analysis pre-OBOR (2007-2012)
 
Table 4: OLS regression analysis post-OBOR (2013-2017)
Variable N Mean Median SD Min Max 
Tradejc 1020 16297 1698 47161 0 481177 
GDPj 1020 441946 58431 1375759 72.6 1.59E+07 
GDPc 1020 1.20E+07 1.18E+07 1964169 9430588 1.46E+07 
Distjc 1020 9187 8532 3955 956 19297 
Popj 1020 31.8 8.5 102 0.00489 1263 
Popc 1020 1356 1356 13.1 1337 1375 
XRjc 1020 79.9 1.15 294 0.0282 3300 
FDIjc 1020 566 0 1614 0 21570 
CBdrjc 1020 0.0824 0 0.275 0 1 
Landjc 1020 0.2 0 0.4 0 1 
Clangjc 1020 0.0294 0 0.169 0 1 
 
Variable N Mean Median SD Min Max 
Tradejc 850 22703 2727 62858 0 588678 
GDPj 850 519344 74042 1571726 84.2 1.78E+07 
GDPc 850 1.69E+07 1.68E+07 978149 1.54E+07 1.84E+07 
Distjc 850 9187 8532 3955 956 19297 
Popj 850 34.2 9.46 109 0.00507 1339 
Popc 850 1397 1397 9.46 1383 1410 
XRjc 850 117 1.77 472 0.0449 4916 
FDIjc 850 1084 0 3272 0 53120 
CBdrjc 850 0.0824 0 0.275 0 1 
Landjc 850 0.2 0 0.4 0 1 
Clangjc 850 0.0294 0 0.169 0 1 
 
Table 1: Summary statistics pre-OBOR (2007-2012)
Table 2: Summary statistics post-OBOR (20013-2017)
Summary statistics show:
• After the introduction of the OBOR initiative in 2013, the overall 
average GDP of China’s trade partner countries and the average total 
trade between China and the partner countries increased.
• China’s average outward FDI to the partner countries also increased 
after the OBOR initiative. 
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